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UIHV lO-OPS? 

Is cooperative business a nc7i! idea? Arc co-ops a cure-all 
for our economic problcmsf Do fhey stifle jrec enter- 
prise? This is a hot question among farmers, merckanis, 
and consumers. IVhat are the facts? This pamphlcf gives 
both sides of the question. Read it and have yoitr soy. 

ijACK in early colonial days, and lattr on ihc western frontiers 
of this country^ neighbors rised to hflp <^ach olhiT on many kinds 
of jobs — building their cribins, raising' Iht.' roof^ of their barns, 
hiirvcsting their crops, slunking dieir com, and all kinds of 
ihings that needed many hands. 

That kind of infurmal coopfration was part of pioneer life, 
and it conlinues to this day in such farm activities as threshing, 

Coojjerative business doesn't ^o back quile so far, but it is 
nothing new in America. The first coopenilive in this country 
fie^an operations in 1752, twenty-four years before the American 
Kevohilion, A mutual insurance sociily, it was called the '*PhiIa- 
(iL-iphia Conlribulionship Utr the Insurance of Houses frorn Loss 
Ity Fire/* and Benjamin Fninklin was one of its founders. It is 
still in business, and so arc seven other mutual insurance com- 
panies that started before 1825. 

Farmers' mutual fire-insurance companies made their appear- 
ance about 1S20. The members of these cooperative societies 
simpK- agreed iTi advance lo spllit the costs of anv fire loss that 
line of them suffered. If any of their property bunted, Ihe mem- 
bers assessed tbemy^elves enough to cover the damafi^e. Ko fires — 
no assessments. Nowadays most such muttial iustirance companies 
don't wail for the fire. They ciillcct in advance from each member 
a fixed amount, called a premium, enough to cover all hkely losses. 



Early Experiments in CooperoHon 

Mutual irrigalion conjp:iiiics wi^rc another early form of co- 
operative business. When the Monuons migrdted to Utah in 1847, 
ihey soon founil that lliey had ta irrigate the laud— and so farmers 
j)ooled their labor and shared Ehc cost of bringing water to the 
trops. 

By i860 there were 83 mtitual irrigation associations In Ulali 
and 3 in Caiifornia. Such companies are credited with having 
started "scientific irrigation" in this country. 

Most American farmers in the early days were self-sufficieul, 
living off the produce of their own land. But as they began to 
produce more cash crops for the markets, they ^Iso began to try 
out coopenitive methods for selling dieir surpluses. 

In J820 a group of Ohio live-stock producers made joint ship- 
ments to a teniiiiial market. 

In 1S51 a cooperative cheese factory was esiahlished in New 
York State. 

In 1856 a cooperative cream erj', or ''butter factory/' was 
formed, also in New York State. 

In 1857 a cooperative grain elevator was started in Wisconsin. 

The earliest consuiiiers' cooperative store in the United States 
was established Jii Uoston in 1845 — an outgrowth of a cooperative 
buying club formed a year earlier. 

This store in Boston was the beginning of the New England 
Protective Union, which had *'local divisions," or stores, In many 
communities. The peak came in 1851, when 151 **local divisions" 
reported sales of more than a million ami a half <lolbrs. Prices 
were fijied as near cost as possible. But the members did not 
have much business experience, thi-rc were squabbles among them, 
and gradually [he capital stock passed into the hands of the well- 
to-do stockholders. 




Rochdale England 1844 



Cooperative Pioneering in England 

MtKlcni ideas of tloiiiy^ biisinrss *;ocptrativt]y are often traced 
back to the foiiiKling; uf a liny shuii in iht English town iA 
Rochdale in 1S44- 

In that year a group of twenty-seven men and one woman, 
niostly textile workers, banded together to buy a few staple i^up- 
plies for themselves. They cilled themselves the "Rochdiile Society 
of Equitable Pioneers/* and before long both their mi.'ml>ership 
and their business volume bei^an to grow rapidly. 

The Rochdale slore wasn't the first cooperative venture in 
England, bnl: it was the first orn- to ^ain a permanent foothold. 
Its success has usually been credited to the sonndness of the 
operating principles laid down by the founders. This set of niles. 



worked oui a hundred years ago, is followed by cooperatives 
ihroughout the world today: 

1. Goods to be sold at jjrcvailing prices. 

2. Savings to be dislributcd in proporlion to purchases. 

3. Interest on capital to be restricted to a fixc<l rate. 

4. Membership to be open to all — men and women — regardless 
of party or creed, 

5. Eacli member to have one vote and no more. 

6. Full information — based on prnpt-r accounts and audits — 
lo be presented to members. 

7. All business to be transacted on a cash basis. 

S. High standards of commercial honesty to be maintained. 

The Rochdale pioneers held that the return of savings in pro- 
]iortion to purchases was particularlv imjjortanl. That was a 
method by which a cooperative organization, which outwardly 
seemed very much like other commercial establishments, could 
operate on a cost-of -service basis. 

What Is Cooperative Business and 
How Is It Different? 

Now, againsi lliis background of history, it is about time to 
define cooperaiive business. How is it carried on? What are its 
central principles? How docs it differ from ordinary commercial 
business ? 

There are four main ways in which a cooperative business differs 
from a commercial business : 

1. A cooperative business is set up by a group of individuals 
to obtain services for themselves at cost — not to obtain profit 
from rendering services to others. 

2. A cooperative business tries to render the greatest possible 
benefit to its members — not to make the largest possilile profit. 

3. A cooperative distributes any surplus income over the cost 
of doing business among those who are served by it. in proportion 



to their use of its services — not in proportion lo their invcsimeni. 

4. A cooperative is controlled by its patron mcnibtrs, mmh of 
whom ordinarily is allowed a single vote — not by the owners of 
its capital slock, if any, jn proportion to the number of shares 
they hold. 

In other words, the chief aim of cooperative business, as con- 
trasted with ciher kinds of business, is to provide goods and 
services lo its members at cost. A cooperative does not engage in 
buying^ and selling in order to make a profit for its members. 
Although it may buy and sell from the genera! public in order 
to carry on its own business, this is incidental to its chief aim — 
serving its menihers. "Co-of's" lo Jise the familiar 'ikktiame — 
are private etiterftriscs and therefore are part of our American 
system of prii^te enterprise just the same as an ii\diz'idnally owned 
business, a purtmnhip, or a corporation. 

How Are Cooperatives Classified? 

Cooperatives can be grouped according to what they are set 
up to do; 

1. PRODUcrNG Cooperatives. In these cooperatives, members, 
as workers, extract, raise, or make goods. Such cooperatives may 
engage in mining, fanning, maiiufacturing, or similar occupations. 
The self-help cooperatives which sprang up during the depression 
of the 1930"s to provide employment were primarily producing 
cooperatives. 

2. Marketing Coopehativf.s, These are cooperatives which 
undertake to market crops or other products of members. Often 
these assoCTations, as a necessary part of their job, pre])are prod- 
ucts for the user. For instance, they chum butter, manufacture 
cheese, can fruits and vegfetables, and so on, 

3. Purchasing Cooperattves, These cooperatives procure 
goods and services needed by members whether for consumption 
or production. Those that serve farmers are calieti "farm supply" 



associations- They may providL' farmers wilh goods or services 
that they need in fami produclio:i or as consumers. Associations 
providing consumers with groceries, clothing, or other goods or 
services for gL'jiural consuinplioii arc proj>criy called "consunn^rs' 
cooperatives." As ^ matter of fact, all types of purchasing co- 
operatives are often calk-d "cotisumers' coopcra lives," since these 
:issncialions arc ori^^ani/cd by tho.sc who consume gixxls either as 
lJR>diicers or consiiintTs. Purchasing cooperatives often do much 
manufacturing or processing incidental to dicir purchasing joh, 

4. Servicing CoopRRATrVKs, Such cooperatives provide tech- 
nical or profession.^l service to their members. They may provide 
members wilh insurance, financial assistance, electrical power, 
hospitalization, or oiher needs. 

Some cooperatives perform more than one kind of job at it 
lime. For example, many do both marketing and purchasing, or 
provide other services in a<ldilion to their main activity. Most 
cooperatives, however, can be conveniently fitted into one of the 
four pii^^conholes we have dcscriticd — ^protiiiciiig, marketing, pur- 
chasing, and servicing, 

HOW HAS COOPERATIVE BUSINESS GROWN? 

Bv the time Ihe Rochdale cooperative was fifteen years old, 
its reputation and its rules were known in America. 

The first iiltetnpt to put the R<x:hdale principles into practtce 
in this country was made !iy a cooperaliv*^ formed in 1862 by a 
Pbiiadelphia labor union. Unlike its model in England, this co-op 
failed afler <mlv four years. But its existenee ilid much to popu- 
larize the Rochdale methods in the United Slates. 

The growth of cooperation in this country since that time can 
be traced in the nse and fall of a number of farm and labor 
organizations that took turns in promoting: the idea. 

fn the liVO's the Patrons of Huslmndry- — hetler known as Ihe 
Grangers — took tht lead in sponsoring cooperative organizations 



among farmers. They wen- iln: firsl lo apply KociiUale principles 
to ihc selling of fanii oummodilics as well as to the buying of 
farm supplies. 

In the I880"s the Gnniiju tioc^ineJ. and its place of leadership 
was laken by the F^irniers' Alliance— an oTE^anizaiion likewise 
devoted lo pmniDiin^ tht^ welfare of ihi- farmer. The Alliance 
fostered many farm niarkelin^ arnl pnrehdsJng co-ops that are 
stin in existence- 

During the same Iwo decades of the lasi century various lalxir 
|3ronp=i were active in snj^porl of cnoperiilives in the cities ami 
I owns. The Sovereigns c>f Indifstry, an oryani/alion jj^itlerneil 
after the Grange, encouraged consumer co-ops in New Hngland 
and ihe Middle Atlantic stales from 1874 to 1879. 

In the 1880'i the Knights of I-abor came to the fore. This fra- 
lemal order <ff workingmen aimed lo set up a cooperative indus- 
trial system, and al first it tried to foster producers' or workers' 
eo-ops in which the workers shared owMiership of the in^histry. 
Through its efforts cfMiperativc^ were established all over the 
country to make boots and T^hoes, clothing, cigars, and stoves, 
to mine ore and cast metal, and to do olher johs. However. po<ir 
management and lack of capital brought about die downfall of 
these co-ops. 

The consumers* cooperatives that the Knights of Labor spon- 
sored on :\ less ambitious .^cale were more successful. Many of 
them weathered earfy Elifficullies to become the parents of present- 
day consumers' co-ops. 

In fhe Twentieth Century 

By 1900 only a liandful of co-ops still funetinned in cities and 
towns. In fnrm areas, on the other hand, cixfpemiion was well 
rooted and continued to grow. Mutual fire-insurance comptmies, 
irrigation associalions. cooperative creameries, gram clevalorSt 
fruit-marketing combinations, telephone companies, and purchas- 



ing co-ops multiplied in numbers and strength. From 1900 to 1914 
the foremost organizations back of this growth were the Farmers 
i educational and Cooperative Union and the American Society 
uf Equity. 

The number of farm marketing a.nd purchasing co-ops almost 
doubled between 1914 and 1920, The first World War stimulated 
not only this growth in numbers, but also the development of 
refiional cooperatives. Since 1893 the California Fruit Growers 
Exdiange had shown that farmers could profitably scT! their 
produce in distant markets through cooperative organii'-ation. But 
it had few imitators until the first World War encouraged the 
formation of such regional cooperatives as the Dairymen's Le^ue 
Cooperative Federation of New York, the Fanners' Union Live- 
stock Commission Associations of Omaha and other Middle West- 
em cities, and milk-bargaining associations in regions surrounding 
many big cities. 

At the same time, regional cooperative purchasing organizations 
were formed in the attempt to overcome wartime difficulties in 
obtaining good-quahly farm equipment and supplies at reasonable 
prices. The Cooperative Grange Leaj^me Federation Exchange, 
Inc. (G.L.F.), and the Eastern States Farmers' Exchange, founded 
at the time, are the largest co-ops of their kind in the country 
today. The Farm Bureau Federation, organized in 1919, helped 
io promote otfaer prominent marketing and purchasing cooperatives. 

A New Departure in Cooperation 

When the bottom dropped out of farm prices in 1920 and 1921, 
fanners' marketing cooperatives took a new turn. 

Instead of simply tiying^ to improve their buying and selling 
efficiency, ihey aUempted to control the supply and the movement 
to markets of various farm commodities. 

Almost overnight State and regional "commodity marketing as- 
sociations^' for wheat, cotton, and tobacco were established. And 
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through them, farmers believed, the prices of their produce could 
be maintained or raised. In order to give the associations the 
effective control over supplies necessary to "orderly marketing/' 
each member had to sign over to the association full authority 
for marketing his output for a certain number of years. 

Strong state laws liclped to put this new theory of cooperative 
action into effect. By 192S broadly similar cooperative laws hnd 
been passed in forty-six states Under the so-called "Uniform 
Marketing T^w/' full title to the product when delivered by the 
fanner passed to the marketing association. The law had "teeth*' — 
:n the form of damages to be paid by the members if they failed 
to comply with contracts. 

The speed with which this idea was taken over is shown by 
the fact that "commodity pool" associations claimed more than 
500,000 members by \92S. Results soon ftU below expectations, 
however, and membership dropped. 

New life was given to the "control" idea by the Federal Farm 
Board, which was set up under the Agricultural Marketing Act 
of 1929. The board orj^anized national or reRJonal cooperative 
associations for cotton, livestock, wool, grain, fruits and vegetables, 
nuts, tobacco, and dairy products and eggs. Through its revolving 
fund of 500 miUion dollars, the board provided them with liberal 
financial backing. Its theory was that "such organizations, well 
managed and properly financed, will enable farmers to control 
their industry both as to production and marketing." A number 
of these national and regional associations are still active, but they 
never succeeded in their chief aim^ which was cifective production 
and marketing control of specific commodities. 

Since the Agricultural Adjustment Act became law in 1933, 
farm cooperatives have mostly gone bick to the problem of 
developing better merchandising methods and have left the prob- 
lem of controlling agricultural production to the government. As 
a result, cooperative marketing associations generally were in good 
shape to help carrv the additional marketing loads which came 
with the second World War. 
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Mechanized Farming; 
Cooperative Purchasing 

]^trmcrs now Tt'ijnirL' I;ir^'L' n.momils of madiinm-. ftTtilizer, 
i'ccti, petroleum, and oilier supplies. 

These farm needs, and the difficulty of oblaininy good-quality 
supplies at Tcasouiible prices, have greatly siimulatcd cooperative 
buying of supplies since 1920. 

Coo|ierativc purcliasing uf petroleum products bas grown in 
jiroporliou as the g.LS entjine hius taken Old Dobbin's place on 
Ihc farm. The first oil-purchasiiij^ co-op was started in 1021, cn- 
eouragetl by Ihe wi<k n^argins iK-tween costs and selling jiriccs. 
By 1929, some six hundre<l had betii set up, Jiiany of tbem tied 
together in regionn.1 whoUsale associations. 

The depression gave a<Mcd sfimnhis tn cooperative purchasing 
as a way of reducing farm-production costs. Purchasing coopera- 
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lives grew steadily up lo the beginning ol World War II and 
then expanded rapidly under the heavy demand for feed and 
other production supplier. 

Consumers' and Service Co-ops 
m Recent Years 

The high Jiving cosls which prevailed al Ihe dose of the last 

war icmporarily stiniiilaled consumtrs' coifpcr^lion in the cities, 
liut a real spurt cajuc with the hjril tiint\s of the early 1930's, 

Before 1934 consiinierii' eL>upt^rati<.>n had heeti larj-ely a city 
movement- About this time the Cm^|>frative League of the Uuiled 
States, established in 19\6 to promoie consumers' cooperation, 
broadened its membership lo incimk the stronger farmers' pur- 
chasing associations. 

The lea^iR" h;is done miK'h to popularize the idea of control 
over goods ami services hy the people who finally coiisunie those - 
goods and services. The fact that this idea has been accepted by 
associations serving both fnmi i\ud city dwellers has done much 
to brciik down the isolation of consumers' coofieriitives in cities, 
Many of them, as a result, have joined regional purchasing fed- 
erations aJid thus Rained for themselves the advantages of coopers- 
live wholesale sources ui supply. 

The increasing strength of city consumers" co-ops is illustrated 
in the growth of the Eastern Cooperative Wholesale Societv. Since 
Ms founfling in 1*^36. ihts ci^opcnilive has built its business into a 
volume of more thiin $.^,00[>,(H){) aiunKilly. It is the largest cooiiera- 
livc purchasing federation mainly serving city consumers^ co-ops. 

During the p;isl: twenty years, roofx^nitive business has cstab- 
Hsbed itself in a inimber of new fields. Some of these are credit 
unions, farm credit and rural electrifieation cooperatives, mutual 
automobile-insurance companies, cold-storage locWer service aSs'^o- 
ciations, cooperative hospital and medical care groups, cooperative 
housing units, and cooperative burial societies. 
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WHAT IS THE COOPERATIVE 
PICTURE TODAY? 

In order to sec what iht: picUiru is w^ need to look al. 3 lew 
Tisureji, There are IcwJay 10,450 farmers' iTiaTkeliiig and pur- 
diaslnf:^ .associations serving more llian 1 .500.000 fanners. I lurin.;,^ 
iIk' markeliug year 1942-43 lliey did a bn.sincss of $3,780,000,000. 
t.)f theni 7,70S are classified as ''markcllnj; assoeialions*' bcc-,iuse 
niort Ihan lialf tlu-ir volnme of bnsincss was in markelin^ goods 
prodncfd by their menilicrs. The remaininfj 2,742 are classified 
as "purchasing associations" because more than half their business 
w;is on the bnying s'nh\ 

As a matter of f;icl, many purchasing ct^-ops also do marketing, 
while many markelinij -tssoeiatinns ck> hnvin;^ for their members. 
The hiltd amount of piireliasins; ilnnr liv \:m]^ c^xiperalives in 
both classes in Ihat same period was ?750,OnO,000. The total valnr 
of |)rodncls marketed by ]»i[h farm markcling^ ant! farm pur- 
chasing co-npji was $3,030,000,000, 

Dairy product^ at close to $1,000,000,000. were by f:ir Ibe 
liiflf^st item amon^' the farm products cooperatively marketed 
ill 1942^^3. Cereal grains, livestock, and fmits and vegetables fol- 
lowed in order, each accountincj for more diaii §500.000,000 of 
sales. On (he farm purehasini^^ ledfjcr, feed comes first and petro- 
leum products second. Together these two items represented about 
two-fhirds of all products cooperaljvelv hou^dit by fanners. Aboul 
20 per.ceot ')f alT refined pclrok-nm fuels consumed on AmencRo 
farms during 1942 was sold ihrouf^h cooperatives. Other com- 
modities important in cooperative buying are fedibi^er, farm 
equipment, and seed. Groceries, clothin,?::, ii"d household floods arr 
handled by a number of farm purcbasinfj co-ops, but this business 
accounts for only aliout 5 per cent of the total. 

There are alwmt 1.500 nonfarmer or city consumers" cno|ifr:i 
lives. Their total business is estimated at some $50,000,000 a vear. 
From 300 to 400 are of substantial size and the rest are verv 
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Power for isolated farms is supplied by rural 
electrification associations. 

sinalL Their iijiiiu business is in ji^'nrrrics, meats, ami oiheT ff>odK. 
■ilthough dnlliin^. hardware, household furnishings, and books 
and i^UilinniTv arc also bandlfil. Seveml consumer co-ops operalc 
fiasolrne stations. Olhcrs oiTcr such special services as cold storage, 
failonng, and even heanty treatment. 

Service Operations Now Extensive 

Insurance is one of the most important services performed 
cooperatively. Mutual companies now do a major share of all 
life inanrance and probahly a third of all automobile insurance 
in the United Slates, Some 3,300,000 ]>ersons, mostly farmers, 
are prfjieelcd afininst fire loss to the extent of over $12,50O.OOO.O0C* 
throu^'h about 1,900 farmers' mutual fire- insurance companies. 
In addition, 1700,000 farmers are protected against windstorm 
loss to the extent of over $5,000,000,000. 

Some 10,600 credit unions serve well over 3,000,000 members. 
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moMly city people, liicir assets lolalcd well over $310,000,000 
and Ihcy iiTadi' loans in I'-M^ aninijuliiij^ In $250,000,000. 

More lli;ni 5nO,0(Xl I'amuTS in l^M.^ were ijuiii^^ lidped to finance 
thdr fanii:ii by 3,000 nalioiuil fai-m-loaii asaocialiune. Ouistand- 
iiig nuirli^a^'i^ Itxui.^ iii;id[' ilirou^ii lln-'j-,t? ors^aiiizalions anumiiU'd 
m mort- lliai; S1.500.aiU,U00 ai lIk- l-iiJ of VM2. 

More iban 300,(XX) faniiors were geLling shorl-lemi credit lo 
raise their crops through 530 prodacljon-crodil associations- 
Slmn-tcnii credit extended duriiifj 1042 ainoiinled lo $47^,000,000. 
In ridditioii. 1.556 fanucrs' cooptTnlivc associations wilh a com- 
bined mpinl]erslii|i of 1 ,/i^9.423 were obl;iining finantin^ service 
[lirough the 13 Banks for Cooperatives of tlic Fami Credit Ad- 
mini.^tralroii. 

Some 1.210,000 members get electricity servioe through 850 
*'farmtT-owocd and controlled" power and light associations, 
helped bv eredil from Llie Knral Eltrtrificalion Administration. 

About 500,000 farmers get oommunication service through 
2.000 "r^witchhrnrd"* and 30,000 '\singlc-linu" nmtiirt) telephone 
companies in which the l:ilal members' investment reached 
£25,000.000. 

Mutual irrigation companies to the number of 2,500 serve 
almost 200.000 farmers in L'tah. California. Colorrido, Idaho, and 
other western states. Their assets loinl ahoui $250,000,000. 

About 150,000 n^enibers get eold-storag^- locker service from 
over 5(X) cooperative locker plants. 

Over 100.000 members get medical eare from at least 35 asso- 
ciations, several of which ojierale lluir own Ti"s|^!lals. 

The services of more than 40 burial associations arc avail- 
able to Iheir 30.000 members. 

In addition, thousands of other c<x>peratives supply millions 
of farmers with such services as : livestock and crop improvement, 
certified seeds, artificial livestock breeding, grazing, farm and 
forestry management, pest control, soil terracinf;. fertilizer test 
demonstration, and group use of expensive farm machinery, 

14 



HOW ARE COOPERATIVES ORGANIZED? 

t>ooPEftATJVES arc somcliinc^ sm.ill ami sometimes big. They 
range fruiii iiifoniia], miincurpomled aysueialions with f(.w mcm- 
l>ers to large corporations which count Iheir members in ihe 
lens of thousands. Most of Ihem nowadays are Sncoqwrated. 

A cooperative can he incnqinratcd with or wilhoiit issuing stock 
to its memlxTs. If it docs noi issue slix'k, it is called a membership 
corjKtration. Anv clij^jhle person can become a mcml>er. with 
voting Hi-hls, simply by payini^ a member ship fee. Sometimes 
t'ven that is not necessary. This tyi>e of or^aniz-ation, which is 
becoming' increasingly popular in the cooperative movement, does 
not apjiear at all among commercial coqior;U!ons, 

When the cooperative issues stock, it is known as a capital- 
Etiick coqioration, and the ownership of a share of voting stock 
is necessary to fill! membership. In this sense, capital-stock co- 
operatives are very much like ordinary commercial corporations. 

Most cooperatives are still of the capital-stock variety, but the 
swing is toward mcml>ership co-ops, T)ie laws of most stales make 
it easy to organize thise latter. 

Cooperatives can also be broadly classified in another way : They 
are eidier direct memberbhip or federated iirgani nations. 

Direct Membership AssocTafions 

The simplest type of cooijerative is the local association, whose 
membership is made np of individual persons. Most local coopera- 
tive elevators, livestock shipping associations, cooperative cream- 
cries^ cooperative cotton gins, local farm supply or consumers' 
purchasing associations, and mutual farm-insurance or irrigation 
companies are direct membership associations. 

Co-ops of this kind sometimes serve wide areas — parts of states, 
whole states, or even several slates. Because of the difficulty of 
assembling the mtmbers in one pbcc, more than ordinary control 
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is <idegatetl to the central management in these co-ops. Hence 
they are called "centralized associations," A good illustration of 
a large centralized marketing and purchasing association is the 
Washington Cuoperativc E^<; and Poultry Association, wilh head- 
quarters in Seattle. This cooperative achieves membership control 
through a system of voting hy which ihe members in various 
districts select their representatives on the board oi directors. 

Federated Associations 

Tlie meml>ers of a federated cooperative are not individuals but 
are other co-ops. Individuals exert their control through their 
niemlx?rship in a local association which is in turn a member of 
the federated £ ir^'ani;^atioii. 

The best-known of the federated marketing cooperatives is the 
long-estabhshed California Fniit Growers Exchange. During the 
1942-43 marketing year, this orgaiiizalion hanilk-d 85,054 cars of 
fresh ciimy fruit, or 75 pet cem of ihe Qbfoniia and Arizona 
output. Each citnis srower is a mcmljcr of a local cooperative 
citrus pricking house. This house is a member of one of twenty- 
live district distributing exchangi^s, and thev in lum are mem- 
bers of the Oilifornia Fioiil Gruwcrs Exchange (selling, adver- 
tising, and financing). The citrus growers control the local parking 
house associations. Tlu-^ie help control the district federated mar- 
keting exchanges. And they help control the California Fmit 
Growers Exchange. 

In this way. management over a wide area is centralized, bui 
at the same time jnembers keep control. All savings from the 
central exchange aJid the district c>:chanfies flow hack to the 
individual members of the Ioc;d cooperative packing houses. 

Purchasing cooperatives also use ihe federated t\-pe of on>;ani- 
zalion. A good illustration is the Consumers Cooperative Associa- 
tion of Kansas City, Missouri, which is owned and controlled 
by some SOO retail cooperative associations located largely in 



Kansas, Oklahoma, Missouri, Iowa, Nebraska, South Dakota, and 
Colorado. This cooperative owns refineries, pipe lines, and <m1- 
producing corporations. Il produces, transports, rchnes, and dis- 
tributes gasoline, oil, and other petroleum products from the oil 
well to the consumer. 

Commercial business hnns use the federating principle, too, 
by forming retailer-owned coo|jcratives. These associations differ 
from cooperatives described above in an important viray : Tht' 
members are privately owned retail establishments. Over 100,000 
^'rocers are federated in this manner. Similar retailer cooperatives 
are also serving drug, hardware, and other types of stores. 

National Federations 

The federating method docs not stop with regional, associations. 
Some are national in scope. For instance, twenty of the livestock 
commission associations are li^mded together in the National live- 
stock Producers Association of Chicago for credit, research, legal, 
transportation, public relations, and educational service. 

The fifteen -year-old National Council of Fnirmer Cooperatives' 
of Washington, D. C, now federates for nonoperaling purposes 
7^ regional fami mnrkctinj^ and purchasing cooperatives, repre- 
senting 4,500 separatelv hicoqjonued local associations serving 
2.300.000 farmer patrons. 

Several jiatioi^al purchasing associations federate regional pur- 
chasing cooperatives. An example is the National Cooperatives, 
Inc.. Chicago, which serves some 17 regional purchasing and 
consumer'^* ^issociniions — 2 <}{ thi'm are located in Canada — as 
an overhead buying, nianufjclunnij, utui service a^'tncy. 
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HOW DO COOPERATIVES FUNCTION? 

JjOoked at from the oiUsidc, ihere isn't much difference between 
a cooperative and a ijummercial business. The mam difference lies 
in the way a cooperative works. A cooperative buiiiness is set up 
by those whom it serves ami is controlled directly by them. 

The earliest American cooperative businesses, the mutual fire- 
insuninee companies, attempted only to meet costs after a fire 
occurred. Each member was assessed for his share of actual 
fire losses. Members of the early niulual irrijfalion companies 
shared the cost of irrigation services in the same way — after the 
hills were in. 

Service cooperatives st!!l operate largely in tHs way- — for 
instance, mutual telephone companies, rural electrification asso- 
ciations, health and burial associations, and cold-storage locker 
service plarits. But such cooperatives now, instead of assessing 
their members at the end of a period, generally estimate costs 
and. make charges in advance. This provides current fundj; lo 
support the organization and meet expenses as they occur. If the 
amount of assessments exceeds costs, .tlie assessments for the 
following year are reduced, or the excess is refunded to members 
proportionately. Thus, these associations operate on a nonprofit 
l>asis. 

The first cooperative stores in this country tried to figure out 
costs in advance and to i^x their retail prices so as just to cover 
the cost of merchandise and running expenses. But it proved hard 
to determine merchandising costs in aiivance. Gradually these 
stores adopted the Kochdale melhfifl^selling merchandise at pre- 
vailing prices and returning savings to members in proportion 
lo patronage. 

Marketing Pools 

Many marketing coi liberal ives operate through "pooling." The 
member delivers hi-^ iiroducl lo the association, which pools it 
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with products of like grade and quality delivered by other mem- 
bers. After doing whatever processing is necessary, the co-op 
sells the products at the best price it can get and returns to the 
members iheir share of total proceeds, less marketing expenscj^. 

The products of members niay bo pooled for short periods. 
In the case of a creamery, egg marketing, or fruit ai^socialion, the 
period may lie a month, For crops tli;il can be slored, it may be a 
year. If the pooling period is a long one and the product can be 
financed by commodity loans, part payments art: generally ma^le 
in advance. All this is provided for in marketing contracts be- 
tween the member and the association. 

Cooperative livestock commission associations charge for their 
services on Ihe understanding ibat the difference between the 
commissions charged and the acuial cost of rendering the service 
will be returned to mem^jers in proportion to the amount of 
commissions thpy have paid. The method is also used by many 
ref^ional grain associaiions, G>oixT:itivi^ auction associations for 
poultry^ eggs, and fruits and vegetables also operate in much 
the same way, and so do bar^ining associations for milk or 
^ugar beets. 

It is this cost-of -sendee feature — providing members with neces- 
san' service and diargjng iheni only for the service received — 
that makes cooperatives different from other businesses. It becomes 
clear, then, that a "patronage refund*' is not a return of prolits 
in the ordinary sense of the word. It is nothing more than an 
adjustment made in chart^es for service so that the price paid will 
be the true cost of service. In the case of a consumer or purchasing 
co-op, the patronage refund may be looked upon as the return of 
an overpayment for service, since the gross margin taken usually 
turns out at the end of the business period to be more than the 
actual co=t of the service. In the case of a marketing association, 
a patronage refund pavment corrects an underpayment, because 
the association is able to get more for the product after deducting 
proper costs than it paid to the member. 

21 



Co-ops in Action 

Suppose that a group wishes lo market wheat cooperatively. 
They form a local cooperative association for iJic purpose. They 
must, of course, ^'Cl an elevator and employ a manager. 

When a mtmbtr wishes to sell Ills grain, lie brings it to the 
elevator where he is paid in cash the "^oing" price for wheat 
in his commEinily. The cooperalive elevator Ihen tries to sell the 
yrain — -perhaps to a Hour mill — li>r a somcwliat higher price. Since 
it is a cooperative venture, the eleviitnr pays hack to the farmer 
his part of any iTicome n>aJe From the sale, or it may credit him 
on his share of ownership in the eTevator In cither case, his 
return is measured not hy the nunil>cr of shares he may ownin 
the co-op, hut hy the proportion of f^rain he sold through it. 

If there were a way hy which members coiiM he paid at time 
of delivery e-\aclly what the elevator coukl sell the wheat for, 
less costs, there would be no need for patronage refund payments. 
But this cannot he done, since the local elevator must assemble 
wheat and sell it in wholesale lots over a period during which 
the market price goes up and down. 

In the case of a commcrcia] elevator, any difference between 
the price paid the farmer when he delivers the wheat and the 
price the elevator fjels from selling the wheat is profit or loss. 
This is taken by the owners of the elevator in proportion to their 
ownership. This method of returning net income is the chief 
difference between a commercial and a cooperative elevator. 

Now suijpose the local cooperative elevator sells its wheat to a 
cooperative terminal elevator partly owned hy the local elevator as a 
member of a federation. If there is a saving at the terminal end, 
it comes back to the local member elevators m patronage refunds 
paid by the tcrininal to the locals. In this way. savings both from 
the terminal and the local marketing operations are sooner or 
later returned to the individual meml)ers of the local associations. 

Let us now look at the working of a cooperative creamery !o 
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sec liow pooling is carried on. llcrt- ilie fanners deliver their 
butterfat lo Xhc creamery in ihc- lortvi of milk or cream. The 
produce deliAcred by llic p^iiroiii is "ptjclcd," ladi i>airon bdng 
credil(.'d wid] his coninimiiui lo ihe pool, according^ lu hcivv much 
ai]d how good his niilk or crrain \^. The pcnod of each ptrol 
may be lixoj montlily, or scnitincinilily, or lor any other definite 
period, 

-'\s bullLT is madL' by ikc crciiincrj', il is s*)kl on ihe basis of 
prevailing quoUitiona, cither through a federated sales agency, 
such as ihe Land tJ' L;tkes Crcinneries of MioncajKilis, or other 
salts outlets. At the end ot each pcxfb[ig period, tbe co-op's net 
income from sales during the period is divided up among its 
members, Tbe share each member jj;eis is figured according to the 
amount ;md ihc qiuility of product he put iulo the pool. The 
payment he receives, therefore, is in proportion to his patronage, 
but il Ks iiitt 3. refund since no previous payment took place. 

This mediod of marketing, which gives an association rights 
over the supply of its members, is widely used by marketing 
coojH'ratives handling fruits and vegetables, eggs and pouUr\', 
and similar products. 

Here is bow a lypicil purchasing cooperative works. Let's take 
as an illustration a loca! ijelroleum association through which a 
nnmber of fanners get gasoline and oil for their tractors, trucks^ 
and autoinobik'S- The assiKialion generally delivers ga* and oil to 
its members by tnick and charges comjjetitive prices. At the end 
of the year any difFercnce I>eiween the amount paid hi by the 
fanners (retail price) and die anicjnnt paid oul by the association 
(wholesidc price), after deduction of expenses, is returned to the 
farmers as piitronag^c refunds. 

Purchasing cooperatives handling feed, seed, fami machiner}. or 
any combination of these, and city consumers' cooperatives work 
the same way. Patrons ptirchasc goods at the prevailing retail prices. 
At the end of the vear, the difference between sales prices and 
the cost of sales is paid to patrons, in proportion to their purchases. 
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HOW ARE COOPERATIVES MANAGED? 

Odoperattvk business corporalions are run mucli ihe same as 
commercial business corporations. The members elect a Ijoard of 
directors which employs ;i manager and makes other arrangements 
for providing service. The manager is responsible for ninning- tbe 
business, subject to the direction and review of Ihe Ijoard of 
directors, which, in turn, is accountable to the membership of the 
cooperatives. 

The annual membership meeting plays a very important part 
m a cooperative. At this meeling^, not only are the directors 
chosen, but broad policies are laid down to guide directors ami 
manager. Most coojjera lives provide that memlx.Ts who caoool 
attend the meetinff may vole by mail on specific questions referred 
to them in advance, but most co-ops do not jHTmit "proxy voting." 
This is ihe practice, common m ordinary business coq>ijralzons. 
of allowin^^ ;m owner of votinj^ stock to assign the voles belonging 
to his shares to ^omeliody else for castiuK". In a cooperative, a 
member generally has only one vole, no matter how many shares 
of the co-op's stock he may hold, Cooperalors feel that proxy 
voting would violate the essential principle and mutual character 
of the cooperative. 

Because those who are served by a cooperative are members 
and owners as well as customers^ tbe cooperative must keep careful 
account of members' transactions so that savings can he properly 
returned to them in proportion to their patronage. 

In order that members may he able to meet their responsibilities 
intelligently, cooperatives fmd it necessarv to provide them with 
full information on current operations. A cooperative business is 
the instrument of its members and its success depends largely 
upon how much and how stead ilv the members make intelligenJ 
use of its services, A cooperative, in other words, must tic to[;ethci 
management and patrons as essential parts of a mutual undertaking. 

24 



HOW ARE COOPERATIVES FINANCED? 

J-fiKi^ commercial concerns, cooperatives are financcci in a variety 
of wayi. They may get their operating funds irom meinbership 
fees, common or preferred stocks, bonds, by borrowing from 
banks, or from other sources. Many cooperatives also hnancc 
Eh<*mselvcs to a com^idenilile extent from members' savings kept 
in the business in the form of reserves. 

In addition to tliese standard ways of getting fmids, cooperatives 
have developed a financing system particularly suited to their 
metho<is of o|X.Tation, Known as the 'Vevoiving capital* method, 
it is widely used in both th\^ country and in Canada. It originated 
in California about thirty years ago, and has been growing in 
importance ever since. 

Under the revolving capital method of financing, members make 
contributions to capital in proporlujn to their ^almnage. After the 
co-op has had the use of this money for a certain period, it is 
returned to the members as new contributions flow in to replace it, 

A simple example is that of an egg-marketing cooperative that 
makes a charge for capital of one cent a dozen on all eggs tnarketed 
by it. If one million dozen eggs are sold by the association each 
year, this would build up a fucd of $10,000 in one year, or 
$,SOjOOO in five years. Suppose that the capital needs of this 
coojjcrative are approximately ^^50,000. At the end of a five-year 
period it has tlie amoimt of capital required for normal ojjerations. 
In the sixth year, therefore, the $10,000 arising from charges for 
capital can be used lo pay off [he deductions made for capitaf tn 
the first year. Tn each succeeding year, the amount collected in 
capital cliarj^es can be used to pay off the amount of charjjes made 
five years earlier. In this simplified illustration, the capital of the 
association is revolved every five years. In the case of a pur- 
chasing association, i^educlions for capital can be withheld from 
savings and lised until they are replaced by later savings. 
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Under [he rcvolvirfff capital plan, ^ member's inve.stmcni is 
kept roughly proporiionaie to the amounf :>f busincJ^s he tran^-acts 
through his assoc^a^io^ since capital assessm*fnts based on current 
hiisiness are coniiniionslv used Lo pay hack pnvinus .i.sscssmcnts. 
Responsihility for financin^f the association is thus yjlaced on its 
current patrons, and outside fiEiancing h reduced or avoided al- 
together. 

WHAT IS THE LEGAL STANDING OF 
COOPERATIVE BUSINESS? 

In ever^f stale, laws have been i^asscd to make the form^Uion of 
farmers' marketing cooperatives eaiiier. Many stales have uassed 
laws helpful In other ivpt's uf coo|jcraliv£:s, Cooyieralives such as 
mutual insurance, irrigation, or coojjcrative elect nlic;ti ion .asso- 
ciations are generally set up in accordance with slate laws especially 
passed for this puipose. In 1940, Congress p;isst'(l th<.- District of 
Columbia Consumers Cofjpcnitive Act, which is iu^pi^rtant for 
the residenis of any state since it pcniiils mcorpor.ition in the 
fiistrict by nonresidents. Coo|jerat7ve.'i may al.so be organized under 
ihe general corj^oralion statutes of most stales. 

The legality of the cooi>erativc fonu of business is likewise well 
established by decisions of state and federal courts. 

Cooperative business has also been recognized by a considerable 
body of national legislation, extending fnim a g<iod many recent 
laws favorable to cooperatives liack to lS''ft when "farmers" purely 
local cooperative companies or associations" were exemptctl from 
the pavment of a federal stamp tax. Perhaps the moi-t important 
single piece of legislation relating to cooperatives is the Capper- 
Volstead Act of 1^22. The Clayton Act of 19H had provided 
that cooperatives or their members could not lie "construed to 
be Illegal combinations or cnnspiranes in restraint of trade, under 
the anti-trust laws," The Capper- Volstead Act di:lined cooperative 
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marketing associations and placed upcrn the secretary of agriculture 
the responsibility of determining whether an association of this 
type was unduly raising the price of a farm product by restricting 
its sale in interstate commerce. 

Federal policy favorable to agricultural cooperatives was also 
expressed in the Cooperative Marketing Act of 1926, which pro- 
vided for the creation of a Division of Cooperative Marketing in 
the Department of Agriculture. TJie Agricultural Marketing Act 
of 1929 authorized the Federal Farm Board, established hy that 
act. to encourage the **organTzalion, improvement in methods, and 
development of effective cooperative associations,'* 

Other Congressional expressions which recc^ize agnmltural 
cooperation are found in ihe Federal Revenue Statutes, the Packers 
and Stockyards Act of 1921. the Grain Futures Act of 1923. 
the Farm Credit Act of 1933 — which provided for the establish- 
ment of one central and twelve district "Banks for Cooperatives'* 
to furnish financing services for eligible farmer cooperatives — 
the Tennessee Valley Authority Act of 1933, the Agricuhural 
Adjustment Conservalion Act of 1933, the Motor Carrier Act of 
1935. and the Rural Electrification Act of 1936. 

The Robinsnn-Pnlman Act of 1936, known as the Fair Trade 
Art. stipulated that "nothing in this Act shall prevent a cooperative 
association from retuniing to its memhers, yiroducrrs or con- 
sumers the whole or any part of the net earnings or surplus 
resulting from its trading operations in proportion to their pur- 
chases or sa!es from. to. or through the association/' 

Is Cooperative Business Tax-free? 

The statement is often made that cooperatives do not pay their 
full share of taxes. What b the situation? 

Cooperative associations do pay the same properly taxes that 
similar business organizations are required to pav on buildings 
and plants which they own. But farmers' marketing and purchasing 
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cooperatives thai meet conditions prescribed by Congress are 
exempt from federal income taxes. Moreover, the Bureau of 
Interna) Revenue ha^ permitted cooperatives which are not entitled 
to exemption as agricultural cooperaiivt'S to subtract from their 
total income the ainouni they pay out in patronage refunds and 
to figure their income Uix on the remainder. Many slates exempt 
farmers' cooperatives from stale income taxes also. 

In the case of consumers* cooperatives, the Bnreau of TntcmaT 
Revenue lofiks upon patronage refunds as rebates upon the busi- 
ness transacti'd wjth meniliers rather tTian as a true income of the 
association. If a commercial business obligated itself to return 
its ijrofits to its customers, it could also deduct such refunds in 
figuring out its taxable income, 

Cf}Operators have lon^ urged that properly nrganized coopera- 
tives should be exempt from die payment of income laxes^ claini- 
ing that co-ops are nonprofit in character. They maintain that 
patronage refunds by marketing associations arc really ihc return 
of *"underpaymcnis" niade to members, and in the case of pur- 
chasing associations tbe return of "overpayments," and should 
not be classed willi business profils. 

WHAT ARE THE STRENGTHS AND 
WEAKNESSES OF COOPERATIVE BUSINESS? 

In comparison with regular commercial business, cooperation has 
certain advantages or strengths and certain disadvantages or 
weaknesses. 

Its nfflin advantage is that it exists and operates for tbe benefit 
of its ftatron mcmliers. At the same time, since the members are 
also ibt owners, they have a financial interest in the success of 
the cooperative which sways them Toward giving it their full 
support and patronage. Coopemtivc members also have a voice 
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in the control of tlie organization, and, within the limits of ma- 
jority rule, it tlierefore supplies the kind of service they want. 

These advantages, which lend to tic the patrons to the organi- 
zation by making them full parlnera, help build an assured volume 
of business. This in turn is favorable to efficient operation of the 
cooperative. A commercial business, on the other hand, has no 
claim on its patrons except the good will built up through past 
service. 

Cooperatives have the weaknesses of democratic organizations. 
The manager must always remember that he is responsible to a 
membership group, and this may put a brake on the initiative and 
flexibility he can use in operating the co-op. He may l>e at a real 
disadvantage in competition with a commercial business whose 
manager is concerned primarily with making a profit and who 
has a relatively free hand or can consult the owner quickly and 
frequently. 

Sometimes cooperative businesses show an unwillingness to pay 
the kind of salary needed to attract and hold competent managers 
and other employees. In consequence managers and good workers 
are often drawn to higher-paid jobs in commercial businesses. 

Another weakness of cooperation is that the mass of members 
may lose interest in running the organization and let a small 
group take it over and manage it for their own benefiL 

SOME ACHIEVEMENTS CLAIMED BY 
COOPERATIVE BUSINESS 

CjOopebative business in the United States claims a good many 
achievements. It claims to have increased the income of millions 
of individuals by giving efficient service at cost. It claims that it 
has helped farmers to increase their net returns and to have 
stimulated the production of farm products of better quality. 
The advocates of cooperation say that it has improved the effi- 
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aency o[ fanners hy niakinp available lo ihem seed, fertiliser, 
feed, petroleum, and siniilar supplies of good quality, l! has also 
helped, ilicy i>;i\\ \o slabilizt- farm prices ihrough controllinR the 
uidvemetU of suppltcs lo markii, aii<l lias tkvdopeil inarkcling 
Tiieihods suiJed lo the needs of lamiers, _ 

Other claims of Cfjoperaiive business are that it has kept com- 
petition alive in o^any Tii;irkt'l>. thai h has siren^thetied the har- 
^ininp pnver of individuals ihrou^;h larj^e-si"ilc organization, that 
U has eliminated or reduccii many selling; ahiises and encouraged 
hetier trade practices, and thai it has performeii many desirable 
services which coLnniercial business could not profitably supply. 

These and other claims need lo he e/insidered alongside the 
weaknesses of ecn)perative business io siziofi; up its place in Ameri- 
can life. 



HOW EFFICIENT IS COOPERATIVE BUSINESS? 

One way of measuring the efficiency of a business is by its 
f^rowlh. Coopi-Tatives have been |:^rr)win^; steadily in the Uuiled 
Stales until their mcmiHTship nuw embraces several millions. 
More than 550 marketinj*^ anti purchasing associations totiay do 
business at the rate of more than !fl,000.000 a yrar. About 70 
of them have a yearly business volume of over $10,000,000. 

Another clue to the efficiency of cooperative business in com- 
petition with re>;ular business is the amount relumed to mcmlM^rs 
as patritnajie refunds nr accinnulated ;is saviir^'s. A natiim-wide 
census showed that almost $40.000,0(X) was refunded to uiemhers 
or saved for theni by farmers' cooperatives in 1936, It is of 
interest thai cooperative livestock commission associations on the 
terminal markets have returned lo their meml)ers over $12,000,000 
durinR^ ihe ]>ast 20 years, while charj^iny^ commissions fixed hy 
the Packers and Stoekyartlii Adniinibl ration. 

30 



AooUier measure of the efficiency of cooperatives is the influence 
whidi Ihcy liave liad on distribution costs. It is recognized in busi- 
ness circles that margins taken in the distribution of such farm 
supphcs as petroleum, feed, seed, and fertihzer have greatly 
decreased since cooperatives began to offer competition. Coopera- 
tives have frequently set the pace in reducing merchandising 
margins- 




Your wife can buy wHa* she needs for her table from 
d modern cooperative ifiarket. 
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WHAT IS THE FUTURE OF 
COOPERATIVE BUSINESS? 

C ooPKRATTVF. husiiios^s is wcii csUiblislicd ill the United Slak-s. 
It has had its ^rtal^fst ^rowlli in hdpint.' famitTS wilh their 
marketing and jmrclia^ing probJcnis, ^nd in rt^iiderin^ spttud 
st-rvit-es. Coopcralivt's have bfiji less successful in large cities, 
wliere modern large-scale stores were already selling goods at 
!uw prices, and wbere there is less neighliorly fedmg and fewer 
conmiun interests. 

Wherever people are being well served by regular business. 
o>operalTvcs grow slowly or not at all. If, after the present war, 
business is forced inio keen conipeiili'in, resulting in small profits 
and good service to consumers, the development of cooperation 
will be dis^'ouriiged. On (lie oilier Imnd^ widening of profit margins 
tbruugh i>rice fixing or other causes will probably encourage Ihe 
expansion of cooperative business. 

Whether cooperatives expand in the future will greatly depend 
u|xjn how efficient tbcv nre, b\'W pro])]e will l)e likelv to join 
■unless co-ops offer something competitors cannot: better products, 
lower cosls^ and facilities and services at li-ast as satisfactory as 
those of other businesses. Much will depend upon whether ci>openL- 
tivL-s can get firsl-class mauaj^Trs, iTiiportaxU also is wheJher large 
numbers of people are familiar with and sympathetic toward the 
e<ioper;itive way. 

Probably cooperatives will grow most rapidly in farming com- 
munities, wbere people are already used to the idea, where co- 
ojjeratives have existed for a loii;:^ time anil have given efficient 
service. In cities, too, the likeliest fields will Ttc amoufj those 
people who are already lw:]ng served efficiently by cooperatives. 

In general, cooperatives of :dl types now have sood leadership, 
trained personnel, and facilities which compjiru" well with those- 
of commercial fnisinesses. Cooperative business is no longer seri- 
ously handicapped by lack ol c:i{iital Alou^' with an increase in 

32 



busiiiess efficiency lias come an increase in understanding of co- 
operative business methods hy members. 

Also favorable to the fuinre of conpt-nitives is the fact that 
their business operations are becomiuE linked together, For ex- 
ample, many marketing cooperatives do bu.sincsii both at wholesale 
and retail, and in addition pn-pare the raw product for the con- 
sumer. Many purchaj^ini^ associations combine retail, wholesale, 
and manufacluriug. This means that savin^is from wholesale mar- 
keting, transportation, processing, and manufacluring are added 
to Ihose of lix^al marketing or retail purchasing. Savings from 
these combined operations greatly increase the benefits of mem^ 
hership. 

In the past, consumers' cooperatives in towns and cities have 
been handicapped by lack of good wholesale service. Now there 
are several cooperative wholesale associations which can give con- 
sumer co-ops technical help in buying and selling similar Jo that 
available to chain stores or similar large-scale groups. Linking 
up consumer cooperatives with wholes;iie as'^ocialions also gives 
the co-op stores a better chance to mcft local competition. 

As knowledge spreads of Ihe ways in which cooperatives work, 
we may expect to see more coo^iera lives formed. Cooperative 
business thus offiTs a healthy competitive diallenge to its rival 
ant] partner in the Amerioiii system of free enterprise — com- 
mercial business. 
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TO THE LEADER 



Cooperative ways of doing biTStnesi; have more meaning for 
larmtrs than for any other singli' gron]i of Americans. Amon^ 
men who have been or who iiojie la be farmrrs you will find 
those with the most ideas on this subject. In planning yonr dis- 
(.ui^sian, you might use such a man as an assi.^laJil leader. You will 
remember also that many men have insurance pohcies with mutual 
companies — a type of cooperative service — and that still others 
are trying lo make their dollars go farther through membership 
in coo]X'ra.live stores. So a G. I. Konndtable discussion of coopera- 
tive business should be an interesting and valuable addition to 
yonr prog^ram. 

GET YOUR FACTS ACROSS 

To got your basic facts across, use your five-minute introductory 
talk. It is suggested that you summarizL' iht main points made 
in this m;mual under the headings: 

Cooperative Pioneering in England 

What Is Cooperative Business and How Is It DifTereni? 

How Are Cotjperatives Classified? 

How Has Cooperative Business Grown? 
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Under tlic last licading the most pertinent inEormalion is given 
in the section headed "In the Tweniielh Century/* 

Two charts printed in legible lettering on a blackboard or on 
large sheets of paper, will help you keep some essential matters 
heforc your group: (1) A list of the "Koclidale principles** given 
nn page 4; (2) a list of tlie four general types of cooperatives — 
pro<iucinji^, marketing, purcha.^ing. and servicing — ;ie&cribed on 
page 5. Other ideas for charts may occur to you an<I should be 
developed if you believe the meeting wilt need still more basic 
information. There is no better time-saving device for present- 
ing information than a legible chart. 

Other practical suggestions for preparing and conducting your 
discussion are to be found in EM 1, C I. Roundlabh: Guide for 
Discussion Leathrs. Be sure to accure a copy for ready reference. 

QUESTIONS FOR THE DISCUSSION 
1 

Why <Jo people who atJvocatc the cooperative way of doing 
business call it "economic democracy"? Is it just because of 
ilirect control exercised by members? Are federated cooperatives 
likely to be controlled by managers rather than by members? Arc 
federated cooperatives run any difFerenlly from ordinary business 
corporations? Do yon think ihat mutual iosunmce companies 
are true cooperatives? In your opinion, should cooperatives be 
considered a part of our free enterprise system? Do they tend 
to stimulate or to discourage competition? How do co-ops get 
capital ? 

2 

WJiy do people fomi cooperatives? Can a niember lose money 
in a co-op? Can a member make money m a co-op? Can co-ops 
be said to increase the income of their members ? Why are there 
so many farmer cooperatives m the United States? Are coopera- 

35 



ttve stores able to provide high quality goods at low prices for 
members ? 

3 

Is "Rochdale coo|jeralion" better than other kinds o£ coopera- 
tion? How is it dil^L-rcnt? Have Rochdale principles proved 
SU«-*cssfQl ? 

4 

Arc there disadvantages to the cooperative way of doing busi- 
ness? Should cooperatives be j^ranted exemption from taxation? 
Arc they nonprofit making enterprises? What are the arguments 
iiganisl cxeniptin!^ co-ops from taxation? Have co-ops made con- 
tributions to our economic life? Wliy has Congress encouraged 
at^jncnltural cooperation by passing favorable laws? 

5 

Are there prosp^^ct? foi" expansion of the cooperative way of 
doing business? In agriculture? Among city people? In what 
lines of business have co-ops been strongest? In what lines have 
they been weakest? Are there condrlions that mav reduce the 
growth of co-ops? Are diere some that may expand it? 
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sr««E:sTioNS for 

FURTHER REAIMIVO 



Fundamentals of Consumer Cooprratton. By Vienne S. 
Alamic. Published b} Co-o]>cT;ilivt' Publishing Association. 
Box 2000, Superior, Wis. (1941). A brief textbook on con- 
sumers' cooperation. 

The Economfcs of Cooperative JIakkettng, By Henry H. 
Biikktn and Marvin A. Sclia;irr^. Published by McGraw-Hill 
Hook Conip.'.ny. 3.^ West -IJniJ Slrtvt, New York 18. N. Y. 
1937). A standard textbook on cooperative marketing, well 
balanced and iulerji relative. 

Personnel Mana£;kmekt in Farmkbs' Cooperatives. By 
Eoberi O. Beers. Circular C-123. Farm Credit Administration, 
United Slates De]iarlment of Aijriculture. Washinjjlon, D. C. 
(1941). An cxaminalion of personnel policies and problems of 
42 selected associations. 

Cooperation: An Amerfcan Way- By John Diiniels, Published 
by Covici-Friede, 435 East 24th Street, New York, N. Y. 
(1938). A popular interpretation of cooperative developments. 

Managing Farmers' Coopoattves. Bv Kelsev B. Gardner, 
Circular E-21, Farm Credit Administration. United States De- 
partment of A^aihnre. W^asbin^on. D. C. f 1*^39)- A popular 
consicleratiou of cooperative naanagement problems. 
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Legal Phases of Coopehativic y\ssociATioNs. By L. S. Hd- 
berl. BuTlelin 50, Farm Credit Adminisiraiion, United Stales 
Department of Agriculture, Wa.shin^^tun, D. C. (1942). 

CoNSUMEHs' Cooperatives in the Nokth CENTtiAL States. By 
Leonard C Kercher, Vanl W. Kebkur, and Wilfred C. Leland, 
Jr Edited by Roland S. Vaile. Pnblishcd by Universily of 
Minnesota Press, Minneapolis, Minn. (1941). 

Cooperative Purchasing of Farm Supplies. By Joseph G. 
Knapp :uu\ John H. Lister. Bulletin 1, Farm Credit Adminis- 
IraEion, United Slates Department of Aj;rienlture, Wasbingtan^ 
D, C. (193S), Aims, methods, Gnd problems of moperalive piir- 
cliasing associations. 

A Cooperative Economy, By Benson Y. Lnndis. Pnblished by 
Harper and Brothers, 49 East 33rd Stret-t, New York 16, N. Y. 
(1943), An examination of the place of cooperation in American 
economic life. 

The Legal Status of Agricultural Cooperation. By Edwin 
G. Noursc. Published by Macmillan Company, 60 Fifth 
Avenue. New York 11, N. Y. (1927), 

Cooperatives in tjie United States — A Eaij\nce Sheet. By 
Maxwell S. Stewart. No. 32 of FubUc Affairs Pamphlets pub- 
lished by Public Affairs Coniiuitlcc^ 30 Rockefeller Plaza. New 
York 20, N. Y. (1944). A popula.r interprctatioii of the sig- 
nificance of cooperatives. 

Financing Farmers' Cooperatives. By Ellis A. Stokdyk. Cir- 
cular E-20, Farm Credit Administration, United Slates De- 
partment of Af^ricultiire, Washington, D. C. (1939). A simple 
explanation of cooperative methods of financing with special 
reference to the revolving capital plan. 

Cooperative Demochacv, By James P. Warbasse. Published 
by Harper an<i Brothers, 49 East 33rd Street, New York 16, 
N. Y, (1936). An examination of the principles and philosophy 
of consumers' cooperation as an cconon^ic and social system. 
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